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Executive summary 


EXECUTIVE SUMMARY 


TikTok has grown tremendously 
in popularity since launching 

in the US in 2018. It is not only 
used as an entertainment 
platform but is also increasingly 
leveraged as a powerful tool for 
small- and midsized businesses 
(SMBs). With more than 

7 million businesses among 

its 170 million active users as 

of the first quarter in 2024, 


TikTok provides a platform 

for people and companies to 
connect with family, friends, 
custorners, ecosystem partners, 
and complete strangers from 
all around the world. 


In 2025, in collaboration with 
TikTok, Oxford Economics 
conducted a study to measure 
the economic value of the 


TikTok platform to local 
communities across the US. As 
part of the study, we surveyed 
1,050 SMBs that use TikTok, and 
7,500 TikTok users to learn how 
businesses and users interact 
with the app and leverage 

the economic and social 
opportunities it provides! 


THE ECONOMIC IMPACT OF SMBS USING TIKTOK AS A PLATFORM FOR GROWTH 


Our modeling suggests that 
SMB investments in paid 
advertising and marketing on 
TikTok drove $14.7 billion in 
revenue in 12 selected sectors 
in the US in 2023. SMBs on 
TikTok also placed a significant 
value on the free services 
provided by TikTok, which help 
them to grow organically. 


These two value streams 
together supported a 

$24.2 billion contribution to 
US GDP in 2023. SMBs' use 

of TikTok also supported 
224,000 jobs in the US in 2023. 
Of those, 98,000 were jobs 
supported directly within SMBs 
using TikTok. These impacts 


are spread across the country, 
with the largest impacts in 
California, Texas, Florida, New 
York, and Illinois. 


When broken down by sector, 
the results show the largest 
impact was in the food and 
beverages sector, which 
supported a $6.4 billion 
contribution to GDP and 
73,000 jobs in 2023. The 
second-largest impact on 
GDP and employment was from 
SMBs in health and wellness, 
followed by business services. 


SMBs’ use of TikTok as an 
advertising and marketing 
platform also supported a 


total of $5.3 billion in taxes 
to the US government in 
2023. This breaks down into 
$3.0 billion in federal tax 
support, and $2.3 billion in 
state and local tax support. 


In addition, TikTok’s opera- 
tions generate substantial 
economic activity across the 
US economy as TikTok employs 
people directly and procures 
goods and services through its 
supply chain. In sum, TikTok’s 
US operations supported an 
additional $8.5 billion contri- 
bution to GDP, $2.0 billion in 
taxes, and a total of 59,000 
jobs across the US economy 

in 2023. 


1 The survey predated the launch of TikTok shop, and our economic modeling does not include any effects it may have 


4 had on SMB revenues. 
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THE VALUE OF TIKTOK FOR SMBS 


Across the sectors we analyzed, 
TikTok enables SMBs to reach 
important business milestones. 
Just under half (45%) say 

that a meaningful portion of 
their business’ success and/or 
growth is directly attributable 
to their TikTok marketing 
fforts, and nearly half (49%) 
agree or strongly agree that 
their business has benefited 
indirectly from the exposure 
on TikTok in the last year. A 
similar proportion (49%) of 
SMB respondents say that 
viewership on the platform is 
unique; more than four-fifths 


D 


(85%) have grown their TikTok 
audience after releasing 

new marketing content on 

the platform. 


TikTok’s ability to reach new 
audiences is well-documented — 
roughly three-quarters of SMBs 
believe that the app improves 
their ability to reach new, 
diverse audiences in the US 
(73% report at least moderate 
improvement) and new 
audiences outside of their state 


from diverse communities 
who would otherwise be 
unreachable. 


SMBs see TikTok as integral 

to their expansion plans. 

More than half (55%) agree 

or strongly agree that TikTok 
is an important tool for 
reaching potential customers 
and growing their business. 

A similar proportion of 
respondents say their business 
needs to continue to use 


(69%). More than half (55%) 
say that TikTok grants them the 
ability to connect with people 


and improve upon TikTok 
marketing content to stay 
competitive (53%). 


THE VALUE OF TIKTOK TO ITS USERS AND COMMUNITIES 


ikTok users also recognize 
he value the social media 
app holds. Most say that 
TikTok introduces them to 
products they are interested 

n buying that they wouldn’t 
have discovered otherwise 

(71% agree or strongly agree); 
roughly the same amount (70%) 
agree or strongly agree that the 
app allows them to discover 


ao 


brands, products, or services in 
their local area. More than half 
(56%) say they are able to make 
better-informed purchasing 
decisions because of the 
insights gained from the app. 


Having variety in the range 
of products consumers are 
shown speaks to the global 
and competitive nature of the 


platform. According to users, 
TikTok’s algorithm shows them 
a variety of relevant products 
and services ranging from 
big name brands (63%) to 
local content creators (48%) 
and small businesses both 
inside (43%) and outside 
(46%) their communities. But 
personalization is another 
important feature—more than 
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Executive summary 


half (5896) say the content/ads 
they are served on TikTok feel 
more relevant than the content 
and ads shown elsewhere. 


As the platform is free to users, 
these positive impacts are not 
directly captured in the price 

a user pays for TikTok, and 
therefore are also not reflected 


in official economic statistics 
such as GDP. As a means of 
quantifying how users value 
the platform and its benefits, 
and drawing on an approach 
used in published academic 
research,” we asked users 
how much they would need 
to be paid to forego access to 
TikTok for a month. We found 


DIVERSITY AMONG TIKTOK'S USERS AND SMBS 


TikTok's global reach enables 
SMBs to engage with a large, 
diverse audience. A recent 
survey from Pew Research 
Center (2023) found that 
adults from some minority 
ethnic groups are more likely 
to use TikTok compared with 
non-minority groups. Hispanic 
adults are particularly likely to 
use the platform, followed by 
Black adults.* 


TikTok's user base not only 
spans diverse ethnic groups 
but also caters to SMBs with 


owners frorn different cultural 
and ethnic backgrounds. Of 
the SMBs surveyed, a little 
more than one-fifth (2196) 
have an owner from a minority 
ethnic group (i.e., African 
American, Latin/Hispanic, or 
Asian-American and Pacific 
Islander ownership). 


SMBs from minority groups 
report seeing their sales 
increase after promoting 
their products and services 
on TikTok—83% of African 
American have experienced 


that the typical adult user 
would forego TikTok access 

in exchange for about $25 a 
month. Aggregating across all 
adult monthly TikTok users in 
the US, we estimate that the 
total value of TikTok to its US 
users is $117 billion per year. 


this outcorne at least 

once, while an even greater 
percentage of Latino 

or Hispanic (8696) and 
Asian-American and Pacific 
Islander (8896) business owners 
have seen the same boost in 
business. Nearly half (4596) of 
SMBs from minority groups 
say that TikTok enables them 
to establish lucrative brand 
partnerships and sponsorships 
that would have been more 
difficult to establish without 
the app. 


2 See,for example, Erik Brynjolfsson et al. "Using massive online choice experiments to measure changes in well-being," PNAS, 116 (15) 


7250-7255, 2019, accessed May 2023. 


6 3 Pew Research Center, "American's social media use," 2023. 


TIKTOK’S ECONOMIC 
IMPACT IN THE US 


The economic impact of SMBs 
using TikTok in the US Ш Total Ш Direct Ш indirect Ш Induced 
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TOTAL CONTRIBUTION 
TO GDP IN 2023 
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59.2 billion 56.6 billion 


58.4 billion 
BY SMB ACTIVITY ON TIKTOK 


224,000 jobs 
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TOTAL EMPLOYMENT SUPPORTED 


TOTAL TAXES SUPPORTED 
BY SMB ACTIVITY ON TIKTOK 


TikTok supported this impact by helping SMBs 
boost their sales by $14.7 billion in 2023. 


$14.7 billion 


- Revenue growth 
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Source: Oxford Economics * Music and entertainment, other consumer goods, beauty and fashion, education, and technology 
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TIKTOK'S OWN OPERATIONS SMBS SEE BUSINESS BOOST 
ALSO GENERATE IMPACT: FROM TIKTOK: 


Total contribution to GDP in 2022 ; 39% of SMBs say access to TikTok is 


8 STI. ARRE critical to their business's existence. 
$8.5 billion 


Total jobs supported by TikTok's 
operations in 2022 


39% of SMBs say they have been able 
O to generate supplemental or even 
principal incomes that they attribute 


Total contribution to taxes in 2022 


$2.0 billion © 


Note: Totals may not sum due to rounding. 


directly to their use of TikTok. 


69% of SMBs say that using TikTok has 
О led to increased sales for their 
business in the last year. 


Source: Oxford Economics and TikTok. Published March 2024. 
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INTRODUCTION 


Since launching in the US 

in 2018, TikTok--the digital 
platform that allows users to 
create, share, and discover 
short-form videos ranging from 
15 seconds to 10 minutes--has 
quickly captured broad interest. 
The platform's emphasis on 
creativity, authenticity, and 
user-generated content 
encourages a thriving 
community and provides a 
creative outlet for individual 
expression. For those who 
prefer not to create or share 
their own videos, the app 
offers many other uses beyond 


ABOUT THE RESEARCH 


n collaboration with TikTok, Oxford 
Economics conducted research to 
measure the economic value that 
TikTok provides to businesses and 
consumers across the United States. 
Our study included a comprehensive 
survey of 1,050 SMBs and 7,500 
consumers from all 50 US states and 
Washington D.C. All respondents 
that completed the survey were 
recruited independently of TikTok. 
To participate in this survey, SMBs 
had to have a TikTok account for 
business use and consumers needed 
an account for personal use. 


Oxford Economics analyzed the 
survey findings to measure the 
economic contribution of growth 
among SMBs on TikTok that is 
attributable to the platform, as well 
as the economic importance of the 
platform to consumers. 


entertainment—from gathering 
information about products 
and services to discovering 
new skills, learning about social 
issues, and connecting with 
online communities. 


TikTok provides a new path 

to business growth for 

SMBs. These organizations 

use TikTok’s wide reach 

and high engagement to 
promote their brand, create 
awareness of products and 
services, and track the success 
of business initiatives in the 
app. Its capabilities have 


SMB respondent breakdown‘ 


unsurprisingly drawn many 
SMBs and individual users to 
the platform: as of the end of 
the first quarter of 2024, TikTok 
reports hosting more than 
7 million businesses among 
its 170 million active users in 
the United States, with their 
footprint covering 50 states. 


This research aims to 
demonstrate the economic 
value generated for SMBs and 
consumers through TikTok’s 
features and quantify the 
platform’s impact on the 
wider economy. 


E Industry: Agriculture; real estate; education; restaurants/food services; 
health & wellness; professional services; tradespeople; music & 
entertainment; hospitality, travel & tourism; automotive; beauty & fashion; 


technology; and other consumer goods 


и Number of employees: Fewer than 500 employees 


W Geography: All 50 States in the US (except Montana) 


as well as Washington D.C. 


W Dates fielded: September 2023 to October 2023 


Consumer respondent breakdown 


W Age: Gen-Z, Millennial, Gen-X, and Baby Boomers? 


W Geography: All 50 States in the US as well as Washington D.C. 


W Dates fielded: September 2023 to November 2023 


4 SMB data was collected before the launch of TikTok Shop. 


5 Respondents had to be 18 years or older to participate in the research. 
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1. THE ECONOMIC 
IMPACT OF TIKTOK 


Our analysis considers how t is important to note that 
TikTok contributes to the US TikTok's total economic 
economy in two distinct ways: footprint extends beyond the 


headline figures presented in 


ш TikTok provides an 
opportunity for SMBs to 
grow by allowing them to 
market themselves both 
organically and/or through 
investing in paid advertising 
and creator marketing. 


this report. Our analysis centers 
on businesses and excludes 

the impacts of millions of other 
users generating content. In 
addition, the analysis focuses 
specifically on SMBs, though 


arge businesses also use 

ш TikTok has its own extensive the platform as a means of 
operational footprint. lt pursuing growth. Furthermore, 
employs more than 6,700 the analysis excludes any 
people in the US, and it benefits businesses received 
procures goods and services from newly introduced services 
from suppliers across the such as TikTok Shop, which 
country to help deliver its aunched in September 2023.° 


services, which further 
supports GDP and jobs in 
the wider US economy. 


SMB ECONOMIC IMPACT ASSESSMENT FRAMEWORK 


Our economic impact assessment considers 

three channels through which revenue driven 
by SMB activity on TikTok contributes to the 
US economy: 


= Direct impact. The economic activity 
supported by the revenue earned through 
SMB advertising and marketing on TikTok. 


= Indirect (supply chain) impact. The 
economic activity supported due to 


changes in the supply chain demands of 
SMBs who advertise on TikTok. 


Induced (consumption) impact. The 
economic activity of consumption 
supported by the wages paid to employees 
in SMBs who are employed to fulfill 
TikTok-driven sales, and the consumption 
supported by additional wages paid by 
businesses in the supply chain. 


6 TikTok, "Introducing TikTok Shop,” accessed February 2024. 
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11 THE ECONOMIC IMPACT OF SMBS USING TIKTOK 
AS A PLATFORM FOR GROWTH 


Our modeling suggests that advertising and marketing on the US in 2023. Of those, 

SMB investments in paid TikTok, as well as the value 98,000 were jobs supported 

advertising and marketing they place on the free services through the direct channel 

on TikTok drove $14.7 billion offered by TikTok, such as within SMBs using TikTok. 

in revenue for SMBs in the ability to post content, 

selected sectors in the US in tools to measure the efficacy SMB use of TikTok as an 

2023. SMBs on TikTok also of marketing activities, and advertising and marketing 

placed a significant value content creation tools. platform also supported a total 

on free services provided by of $5.3 billion in taxes to the 

TikTok, which allowed them We estimate that SMB US government in 2023. This 

to grow organically. use of TikTok supported a is comprised of $3.0 billion in 
$24.2 billion contribution to federal taxes supported and 

We considered the economic US GDP in 2023, including $2.3 billion in state and local 

impact of SMBs using TikTok $9.2 billion in direct impact. tax support. 

through the revenue they SMB use of TikTok also 

realize by investing in paid supported 224,000 jobs in 


Fig. 1. Increase in SMB revenue from additional 
sales generated by paid advertising and marketing 
on TikTok, by sector. 
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Revenue growth, 
$ billions 
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SMB use of TikTok supported: 


= Food and beverages Ej Tradespeople 

E Health and wellness El Travel and tourism 

E Automotive Е Real estate 

Ш Business services E Other industries in scope 


Source: Oxford Economics 


* Music and entertainment, other consumer goods, beauty and fashion, education, 
and technology 


$24.2bn | 224,000 


contribution to GDP and jobs in the US in 2023. 
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Fig. 2. Economic activity supported by SMB’s activity on TikTok, by channel of impact 
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Source: Oxford Economics 


Totals may not sum due to rounding. 


At the state level, the largest 


contributions to GDP by SMB 
use of TikTok were in California 
(14% of total), Texas (9%) and 


New York (7%). In addition 


to being the three largest 


B induced 


$24.2bn 


GDP 


224,000 


Jobs 


states in terms of share of US 


GDP, these states also have a 
higher-than-average share of 
SMBs using TikTok. The highest 


number of jobs were supported 
in California, Texas, and Florida. 
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Fig. 3. Contribution to GDP supported by SMB activity on TikTok, top ten states 
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When broken down by industry, beverages sector, supporting impacts were supported by 
the results show the largest $6.4 billion in GDP and 73,000 SMBs in health and wellness 
impacts were generated by jobs in 2023. The second ($3.9 billion), followed by 
SMBs on TikTok in the food and largest GDP and employment business services ($3.6 billion). 


Fig. 5. Industry contribution to GDP supported by SMB activity on TikTok, 
more than $500 million in impact 
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AN ECONOMIC IMPACT ASSESSMENT FRAMEWORK FOR TIKTOK'S OPERATIONS 


Our economic impact 
assessment considers 
three channels through 
which TikTok's operations 
in the US contribute to the 
US economy: 


= Direct impacts. Measures 
the direct economic 
impacts of TikTok's 


Operations and activities 

in the US, including via the 
large number of people 
TikTok employs. 


= Indirect impacts. Captures 
the activity supported 
through the supply chain 
of TikTok's operations, as 
a result of its procurement 


1.2 THE ECONOMIC IMPACT OF TIKTOK'S OPERATIONS 


By 2023, TikTok employed 
more than 6,700 people in 

the US, with a significant 
presence in a number of states 
including California, New York, 
Texas, and Tennessee. TikTok's 
operations, including its total 
employee compensation 


and spending on suppliers, 
generate substantial economic 


activity across the US economy. 


Combining all three channels 
of impact, we estimate that 
TikTok's operations in the US 
in 2022 supported $8.5 billion 
in GDP contribution, $2 billion 


b 
in 
in 
in 


of goods and services from 
other businesses. 


Induced impacts. Captures 
the economic activity 
supported by workers at 
TikTok or in its supply chain, 
who spend their wages on 
goods and services in the 
domestic economy. 


in taxes, and a total of 59,000 
jobs across the US economy. 
This contribution excludes the 


illions of dollars of capital 
vestment over the last 5 years, 
cluding TikTok’s substantial 
vestments in Project Texas.’ 


7 https://usds.tiktok.com/. 
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Travel and Tourism: TikTok 
has changed the game 

for the travel and tourism 
industry. Nearly all (98%) say 
their business developed a 
new product or service or 
improved upon an existing 
one based on information 
received within the app. Of 
all industries, they also are 
most likely to have hired an 
employee with whom first 
communications was made 
on the app (72% vs. 50% 
survey average). Perhaps 
most importantly, virtually 
all (99%) saw their sales 
increase after promoting 
their product or service 

on TikTok—and nearly the 
same number (93%) said 
their audience grew after 
releasing new marketing 
content on the platform. 
More than half (55%) say 
that TikTok is critical to their 
business’s existence. 


Beauty and Fashion: For 
beauty and fashion SMBs, 
TikTok has help secured 
additional revenue and 


We 


investment opportunities. 
Almost all (95%) say that 
their business’s sales 
increased after promoting 
their products or services on 
TikTok. Almost three-quarters 
(71%) have secured additional 
investment through a TikTok 
interaction which, following 
the travel and tourism 
industry, is the second highest 
of all industries to experience 
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capabilities to communicate 
their institution's unique 
values more clearly (7696) and 
to differentiate educational 
services from their 
competitors (8496). 


Tradespeople: Our survey 
indicates tradespeople spend 
a small percentage of total 
revenue on marketing—67% 
spend less than 10% of their 


such significant gains. 


Education: Education 
organizations have improved 
their business models in 
creative and innovative ways 
by using TikTok. Almost 
three-quarters (72%) say 
that TikTok improves their 
organization’s reach to new, 
diverse audiences within the 
United States, and about 

the same share (73%) of 
education SMBs say TikTok 
allows them to reach new 
audiences outside of their 
community or state. As an 
industry that competes for 
students across state lines, 
many also leverage TikTok’s 


total revenue in this arena. 
Despite this, tradespeople 

on TikTok have on average 
three social media 

marketing staff—which is 
proportionally high compared 
to other industries, including 
restaurant/food services, 
music and entertainment, and 
travel and tourism. Roughly 
half (51%) say they have hired 
an employee that they first 
communicated with on the 
app, and those employees 
are using TikTok for work 
purposes: Nearly one-fifth 
(16%) use TikTok content 
for staff training (vs. 11% 
survey average). 


2. Media and entertainment’s next frontier 
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2. MEDIA AND ENTERTAINMENT'S 
NEXT FRONTIER 


According to our survey, 
American consumers spend an 
average of 35 hours per week 
across all sources of media and 
entertainment platforms, or put 
differently, an average of 5 hours 
per day. That means roughly 
one-fifth of our lives (including 
sleep!) is spent engaging with 


While most SMBs 


use the app 


to post business-related content 


on their own profi 
other capabilities 
posting which SM 


les (84%), 
exist beyond 
Bs report 


using, such as: communicating 


with consumers vi 


a direct 


messages or comments (44%), 
paid advertising opportunities 


media and entertainment— (42%), and built-in measurement 
time that represents a unique tools to track marketing 
opportunity to businesses. campaigns (36%). Direct 
Although relatively new to the communication with consumers 
US market, TikTok has carved can be especially fruitful for 

out an important place in the hiring managers—half (50%) say 
American media & entertainment they have hired an employee 


andscape. Among survey 
respondents, the app dominates 
the overall share of consumers’ 
total media and entertainment 
usage; on average, adult 
consumers who use TikTok 
spend roughly 12 hours per week 
on the app--which according 
to our survey is two hours more 
than their next preferred media 
and entertainment source. 


Savvy businesses are pre- 
sented with a generationa 
opportunity to establish con- 
sistent connections with their 


where first communication 


was made on the 


TikTok app. 


Not only does the app help 
SMBs meet employment needs, 
but it also brings prospective 
employees to SMBs; 68% say 


that at least once 


someone 


applied to work for their 
business after interacting with 


their TikTok conte 


nt. 


TikTok provides additional 
avenues for building viewership 
and brand awareness, which 
subsequently provides a 

boost to the business. Using 


Over one-third of respondents 
(39%) say access to 

TikTok is critical to their 
business’s existence. 


a natural fall-out approach 


customers in the arenas they 
| (e.g., no minimum follower 


prefer. Businesses are finding 


various ways to leverage this 
increased customer visibility. 
Despite TikTok’s relatively 
recent entry into the media 
and entertainment landscape, 
SMBs recognize its capabilities 
and are increasingly joining 
the platform; four out of five 
respondents joined the app 

in 2020 or later. 


requirements), the median 


follower coun 


t in our Survey 


is around 2,600, but 15% 


have much la 


rger followings 


Cover 10,000 followers). For 
many, this exposure means 
everything: well over one-third 


of responden 


LS Say access 


to TikTok is critical to their 


business's exi 


stence. 


3. Benefits of TikTok 
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5. BENEFITS ОҒ ТІКТОК 


Across digital platforms, TikTok 
emerges as a powerful tool 
with unique value for both 
SMBs and individual TikTok 
users alike. The video-sharing 
app provides innovative ways 
to learn, discover, and connect. 
Businesses use TikTok to 
connect with their audience, 
partner with other businesses, 


3.1 LEARNING 


TikTok’s ability to provide 
learning opportunities is 
expansive, and businesses 

and users alike are benefiting. 
According to survey respondent 
users, two-thirds (67%) 
regularly encounter educational 
content on the app either via 
content served algorithmically 
or through searching for it 
themselves. In fact, over half 
of TikTok users cite educating 
oneself (52% say often or very 


expand their geographic 
markets, and ultimately drive 
revenues. And the benefits for 
users are far-reaching too— 


such as using the app to learn a 


new skill, cook a recipe, engage 
in constructive debate, or 
simply to connect with people 
from around the world. 


following an author over the 
last year as a result of watching 
a TikTok video—indicating the 
app is driving active learning 
among its users. 


Businesses are similarly 
capturing the educational value 
of short form videos. Many use 
TikTok’s ability to quickly share 
insights, tips, and tutorials 
about their products as an 
effective marketing strategy 


often), learning a new skil 
(52%), and feeling motivated to 
start a new project (51%) as a 
common reason for using the 
app in the first place. A similar 
amount say they decided to 
try anew recipe (50%) or 

learn a new hobby (48%) as 

a direct result of watching a 
TikTok video. And more than 
one-quarter (29%) of users 
bought a book or started 


to shape their digital presence. 
Exactly half have created 
unique marketing content for 
a specific target audience 

that they identify and reach 
thanks to the TikTok app (50% 
somewhat or strongly agree). 
This SMB use of TikTok drives 
increased revenue; we find 
that TikTok use by SMBs in the 
education sector supported 
$700 million in GDP in 2023. 


50% 


Half of survey respondents 


have created unique marketing 
content for a specific target 

audience that they identify and 
reach thanks to the TikTok app. 


13% 


Roughly three-quarters (73%) 
of SMBs say TikTok has helped 
them reach new, diverse 
audiences across the country. 
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3.2 DISCOVERY 


TikTok’s algorithm exposes 
users to a diverse range of 
content. Nearly three-fourths 
of consumers say that the 

app had introduced them 

to products that they never 
would have discovered without 
the platform (71% agree or 
strongly agree). SMBs can 

get discovered by potential 
customers while driving brand 
awareness and increasing the 
likelihood of product discovery; 
a similar number of SMBs say 
TikTok has helped them reach 
new diverse audiences across 


the country (73% cite moderate, 


significant, or transformative 
improvement). The app also 
drives collaboration, connecting 
SMBs with each other—over 
half say TikTok enables 
collaboration with other 
businesses (51% somewhat 


or strongly agree). Most 
importantly, SMBs do not 
need a lot of followers to feel 
the impact of TikTok (see 
Figure 6 below). In fact, when 
asked if their business sold 
out of a product at least once 
after promoting it on TikTok 
or if their sales increased at 
least once after promoting 
their products and services 
on TikTok, fewer than 20 
percentage points differentiate 
SMBs with 4,000 or fewer 
followers from those with more 
than 10,000 followers. 


TikTok is equally seen as a 
tool for discovery, since the 
algorithm tailors content 
recommendations based 

on a person's preferences, 
introducing consumers to a 
variety of content that aligns 


with their personal interests. 
This stream of discovery creates 
a dynamic and engaging user 
experience, encouraging users 
to stay active on the platform 
and explore new trends. Nearly 
two-thirds (63%) of users rely 
on TikTok’s recommendations 
to discover new content, 

and even more say the app 
introduces them to businesses 
in their local area (70% agree or 
strongly agree). A large share 
say TikTok’s algorithm exposes 
them to a variety of relevant 
products and services they 
wouldn’t have otherwise seen 
(71%)—from big name brands 
(63% say often or very often) 
to local content creators (48%) 
and small businesses both 
inside (43%) and outside (46%) 
their communities. 


Fig. 6. Has your business experienced any of the following since it started using TikTok? If so, 
how many times? | “At /east once,” “A few times,” and “Many times” answer choices combined. 


My business’s sales increased 
after promoting our products 
and services on TikTok. 


My business sold out of a 
product after promoting 
it on TikTok. 


W More than 10,000 followers 


Source: Oxford Economics 


Ш 4,001 to 10,000 followers 


Е 4,000 followers or fewer 
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3.3 CONNECTING 


TikTok enables SMBs to build 
a sense of community around 
their brand. Building these 
strong connections with 
their customer base is a top 
priority for SMBs—well over 
half (5896) say the ability to 
easily interact with customers 
is very or extremely important 
to their business's marketing 
and advertising needs. The 
platform allows businesses to 
foster a strong bond with their 
audience that goes beyond a 
transactional relationship. Over 
half of SMBs (5596) somewhat 
or strongly agree that TikTok 
grants them the ability to 
connect with previously 
unreachable audiences 
through marketing efforts, 


TIKTOK AND CONSUMER VALUE 


and over 8096 say TikTok has 
at least moderately improved 
their ability to interact with 
customers and receive direct 
feedback. And according to 
our survey, an overwhelming 
majority of business users say 
they have either gathered or 
received customer feedback 
through the app at least once 
(8996). Many SMBs believe 
TikTok has improved their 
business's ability to growth 
brand loyalty with existing 


customers (7096 say moderate, 


significant, or transformative 
improvement). 


TikTok is adding depth to how 
consumers interact with one 
another—from friends and 


family to complete strangers 
around the world. Of all 

in-app activity, 7196 of users 
have shared a video with 

a friend, family member or 
CO-worker, and 6896 say most 
of the content they view was 
shared with them by this same 
group. The social aspect of 
the video-sharing app makes 
the platform not only a source 
of entertainment, but also 

a place for individuals to 
connect—both virtually and in 
person—and share experiences 
with each other, which create a 
sense of togetherness. 


Economists increasingly recognize that free digital platforms like TikTok generate significant 
benefits to consumers, and that these are largely not captured in important measures of 
economic progress such as GDP® 


Drawing on stated preferences approaches typical in economic literature, we asked users how 
much they would need to be paid to go without access to TikTok for a month (known as their 
“willingness to accept”) as a means of quantifying how much they value the platform. We find 

that the typical user values free access to TikTok at around $25 a month.” 


Aggregated across all adult monthly TikTok users in the US, this implies that the total value 
of TikTok to its US users is $116.5 billion per year.'? 


8 Brynjolfsson et al., 2019, “GDP-B: Accounting for the Value of New and Free Goods in the Digital Economy,” NBER Working Paper, 


No. 25695, March. 


9 By “typical” we mean the median user. Specifically, in line with other approaches in the literature, we ask users how much they would 
need to be paid not to use TikTok (or their “willingness-to-accept”). 


10 Given TikTok’s zero price, the monthly willingness-to-accept value can be used to estimate the consumer surplus generated by 
TikTok in the US, which the figure of $116.5 billion is an estimate of (on a yearly basis). 
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4. ADS AND MARKETING SPACE 


SMBs have long had to find 
creative ways to contend with 
large competitors in marketing. 
The advent of digital platforms 
has somewhat leveled the 
playing field; our research 
indicates SMBs are allocating 
10% of their overall revenue 

to marketing efforts, and 1896 
of that spend is allocated to 
social media marketing. 


With their finite resources, 
SMBs must be hyper-efficient 
with resource allocation in 
their marketing efforts. Still, 
respondents in our survey say 
they dedicate three of their four 
marketing employees to social 
media exclusively—specifically, 
6196 of all marketing staff—and 
with good reason: over half of 
respondents (5796) say social 
media marketing is the most 
successful and effective form 
of marketing they do, and a 
meaningful portion of their 


growth is attributable to their achieve their advertising and 
online marketing efforts (5296). marketing needs. 

SMBs recognize that TikTok It is a balancing act for an app 
provides access to a unique to provide businesses with the 
audience that, in addition marketing capabilities they 

to their other marketing need while simultaneously 
efforts, drives sales and respecting consumer 

revenue. TikTok's marketing preferences. Consumers say 
and advertising capabilities in TikTok strikes this balance well, 
particular help SMBs achieve agreeing that TikTok increases 
their growth goals. Two-thirds their loyalty to brands not 
(6896) say the speed of only through satisfactory 
creating content or ads on the purchases made in app (4796) 
app-as well as the ability to but also due to the availability 
easily engage or interact with of reliable reviews and content 
customers (5896)—are very they trust (5596). Over half 

or extremely important to (5696) say that they are making 
their marketing and business better-informed purchasing 
needs. Over half of SMBs say decisions because of insights 
being able to reach people gained through the app and 
who don't already follow the roughly the same share use the 
business online (5796), their platform as a search engine to 
target audience (5796), and find product recommendations 
audiences across age groups and reviews. 

(5696) are very or extremely 

important to their ability to 


Fig. 7. To what extent do you agree with the following statements about your business's 
marketing efforts on TikTok? | "Agree" and "Strongly agree" answer choices combined. 


TikTok is an important tool for reaching 


The audience or viewership my 


potential customers and growing my business. business has on Tiktok is unique. 

My business needs to continue to use and improve upon A meaningful portion of my business's success and/or growth 
TikTok marketing content in order to stay competitive. is attributable directly to our TikTok marketing efforts. 

My business creates marketing content designed My business has benefited indirectly from 

to appeal to specific target audiences that we exposure on TikTok in the past year. 


identify and reach through the Tik Tok app. 


Source: Oxford Economics 
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TIKTOK AND BUSINESS GROWTH 


The impact of TikTok on 
business growth is substantial, 
with the platform offering 

a unique and dynamic 
environment for businesses to 
drive revenue, connect with 
new and existing customers 
and improve brand visibility. 


TikTok’s global user base 
provides businesses with 

the opportunity to reach 
audiences beyond their local 
or regional markets. And 
since starting an account, 
SMBs have reached important 
growth checkpoints. Most 


have increased sales after 
promoting products or 
services on the app (88%). 
Roughly three-fourths (74%) 
say they sold out of a product 
after promoting it on TikTok. 


Businesses that effectively 
leverage TikTok can gain 
a competitive advantage, 
especially in industries where 
social media presence is 
crucial. More than three-fifths 
(65%) successfully attracted 
new investors or additional 
investment through a 

TikTok interaction and half 


(50%) hired an employee 
with whom they first 
communicated on the app. 


Being active on the app 
allows businesses to stay 
ahead of trends. Most SMBs 
in our survey developed a 
new product or service based 
on information received 
through the app (85%) and 
about the same amount 
report growing their online 
audience after releasing new 
marketing content (83%). 


Fig. 8. Has your business experienced any of the following since it started 


using TikTok? If so, how many times? 
answer choices combined. 


My business gathered or received customer feedback 
on our products/services through TikTok. 


89% 


My business’s sales increased after promoting 
our products and services on TikTok. 


88% 


My business’s TikTok audience grew after 
releasing a new product/service. 


85% 


My business developed a new product/service 
or improved upon an existing one based on 
information we got from TikTok. 


85% 


My business’s TikTok audience grew after releasing 
new marketing content on the platform. 


83% 


Source: Oxford Economics 


‘At least once,” “A few times,” and “Many times” 


My business sold out of a product 
after promoting it on TikTok. 


74% 


My business expanded the number of 
stores/websites that sell our products and 
services due to its TikTok activity. 


71% 
Someone applied to work for my business after 
interacting with our TikTok content. 
68% 


My business attracted additional investment 
through an interaction it had on TikTok. 


My business hired an employee that we 
first communicated with on TikTok. 
50% 
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LOCAL COMMERCE 


TikTok provides SMBs with a 
platform to showcase their 
products and services to 

arge and diverse audiences. 
Organization heads must 

see exposure translate into 
increased brand visibility 

and, consequently, increased 
revenue to justify allocating 
time and capital to social 
media efforts. SMBs have that 
confirmation: over two-thirds 
(69%) say the app has 
directly helped increase the 
organization’s sales over the 
last year. And for many SMBs, 
these gains are essential to 
survival—39% directly attribute 
their ability to generate 
supplemental or even principal 
income to the business’s 
TikTok activity. 


TikTok opens new avenues 

for revenue generation. One 
example includes building 
better business relationships; 
more than one-third of SMBs 
(40%) say the app has helped 
them monetize their influence 
on the platform via new brand 
partnerships or sponsorships 
that would have been much 
harder to establish without 
the app. TikTok also provides 
opportunities for direct revenue 
generation; for example, 
TikTok Shop (launched after 
our survey was completed) 
provides business owners 
with direct e-commerce 


integration within the platform. 
TikTok can even serve as 

a springboard to outside 
commerce, as nearly half (47%) 
say the app is important to 
sales made through non-TikTok 
features, including purchases 
made through a website posted 
n an account holder’s bio. 


More than one-third (39%) 


directly attribute their ability 
to generate supplemental or 
even principal income to the 
business’s TikTok activity. 


TikTok provides SMBs with 

a cost-effective and easily 
accessible marketing option 
that enables small businesses 
to reach a large audience. The 
return on TikTok marketing 
activity has been substantial— 
and with 72% undergoing 
tracking efforts to measure the 
ROI of marketing, advertising, 
and sales efforts, these returns 
hold significant weight. Nine 
out of ten businesses that track 
ROI see positive results on their 
efforts, and over one-fourth 

of this cohort have seen ROI 
double. Some industries reap 
more of this ROI benefit— 
particularly beauty and fashion 
(2.3x), music and entertainment 
(2.3x), restaurants and food 
services (2.2x), hospitality/ 
travel/tourism businesses (2.2x) 
and tradespeople (2.2x). This 
sweeping success can in part be 
attributed to capabilities that 
TikTok provides—respondents 
say measurement tools that 
track marketing success (65%), 
posting content related to 

the business (58%), and staff 


9 out of 10 


businesses that track ROI see 
positive results on their efforts, 
and over one-fourth of this 
cohort have seen ROI double. 
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Of consumers that saw an ad 


for an event nearby, nearly 
two-thirds (62%) went on 
to spend money in-person 

at those facilities. 


training purposes (52%) have all 
been important to driving sales. 


Creating a novel space for 
consumers to interact with 
unique, personalized content is 
one thing; driving commerce 

is another. Marketers in the 
retail, personal care, and food 
and beverage industries seem 
to be experiencing significant 
success on the app; consumers 
on TikTok report they are 

both seeing and purchasing 
advertised products from 
those industries at higher rates 
than any others. In addition, 
subscription services, local 
events, and skilled professionals 
(like electricians and plumbers) 
have a favorable ratio of 

ad exposure to customer 
conversion compared with 
other industries. 


Consumers are regularly 
making informed purchase 
decisions thanks to TikTok 
content. Over the last year, 
users say they have followed 
links from TikTok to external 
websites either to get more 
information (51%) or to make 
an actual purchase (35%). And 
offline, consumers are making 
travel plans (39%), visiting 
businesses or local attractions 
(32%), and attending events 
in-person (24%) based on 
TikTok content. The value TikTok 
provides for local commerce 

is clear. Of the consumers who 
saw an ad for an event nearby, 
such as a restaurant, concert, 
or art gallery, nearly two-thirds 
(62%) went on to spend money 
in-person at those facilities. 


TIKTOK AS A TOOL FOR EMPOWERING PEOPLE 


Seniors (over the age of 65) 


While TikTok is often 
associated with the younger 
generations, there is a 
growing trend for seniors to 
use the platform, even for 
business purposes. In fact, 
10% of all SMBs included 

in our survey are majority 
owned by people over the 
age of 62 (compared with 
14% that are majority owned 
by people under the age of 
30). More than half (53%) 


of this age group say their 
business needs to continue 
to use and improve upon 
TikTok marketing content in 
order to stay competitive. 

A potential reason for this 
may be because almost all 
(89%) report seeing increased 
sales after promoting their 
products and services on 
TikTok—which is on par with 
other groups including 
businesses that are majority 


owned by people under the 
age of 30 (89%) as well as 

businesses that are majority 
owned by women (88%). 
Many also rely on the app 
fill vacancies—roughly hal 
(55%) have hired an employee 
who was first communicated 

with on TikTok. 


to 


X 


TikTok provides seniors with 


an opportunity to engage 
in the social media space. 
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Through TikTok, seniors can 

g stay connected with family 
members, friends, and a 
broader virtual community, 
breaking down potential 

А : feelings of isolation. Seniors 

Б are able to enjoy a variety of 

umm entertaining and educational 

fe videos to have fun (5296), 

N de-stress (4396) or pass 

j time (35%). Some seniors 

Д use the арр to share their 


Minority ethnic groups 


TikTok provides a platform 
for individuals from minority 
х a ethnic groups to express their 

4 cultural identity and share 

it with a global audience. 

This helps foster a more 
inclusive and diverse network 
of people on the app and 
promotes an environment 
where minority groups can 


answer choices combined. 


African-American 


Source: Oxford Economics 


TIKTOK AS A TOOL FOR EMPOWERING PEOPLE 


Asian-American and 


stories, experiences, and 
wisdom with an online global 
audience. Lillian Droniak, also 
known as Grandma Droniak, 
is a 92-year-old influencer 
who has gained more than 

7 million followers on TikTok 
since she started sharing 
humorous and lighthearted 
videos about her life and love 


(continued) 


part of life even at her age. 
Child holocaust survivor and 
85-year-old grandmother, 
Tova Friedman, talks about 
her memories while at the 
Auschwitz death camp in 
Nazi-occupied Poland. Her 
informative videos, which 
have received 75 million views, 


life—which she proves is still 
an important and necessary 


share their thoughts and ideas 
with others. Minority ethnic 
groups stand to benefit from 
TikTok’s global and diverse 
user base. These groups 

use the platform to raise 
awareness about important 
issues, challenge stereotypes, 
and create a more informed 
cultural environment. 


Pacific Islander 


Latin or Hispanic 


helo educate the youth about 
her experience in Auschwitz 
in 1944 and 1945. 


Minority SMBs are reaping 

the rewards from TikTok’s 

capabilities, and many report 

seeing their sales increase 

after promoting their product 

or service on TikTok—87% 

of Asian-American- and E 
Pacific Islander-owned SMBs М £f 
say this, 8696 of Latin- or x ; 
Hispanic-owned SMBs say F 


Fig. 9. To what extent do you agree with the following statements about TikTok?... 
TikTok is critical to my business’s existence | “Strongly agree” and “Somewhat agree” 


Non-minority group 


TIKTOK AS A TOOL FOR EMPOWERING PEOPLE 


this, and 83% of African 
American-owned SMBs say 
this. Well over half (57%) of 
African American respondents 
in our survey say TikTok is 
critical to their business’s 
existence, compared to 47% 
Asian-American- and Pacific 


Young female entrepreneurs 


Female entrepreneurs under 
the age of 30 use TikTok 

to promote and grow their 
businesses. More than 
three-quarters (81%) agree 
or strongly agree that to stay 
competitive their business 
needs to continue to use and 


Islander-owned or 44% 

Latin- or Hispanic-owned— 
which are all well above 

the average of SMBs from 
non-minority groups" (36%). 
Social media provides these 
businesses with opportunities 
that may have historically 


ability to reach new audiences 


(continued) 


been denied. Barriers 

such as access to capital, 
contracts with marketing 
firms, and access to media 
all may be much less critical 
when promoting business 
capabilities on TikTok. 


their operations by securing 


outside of their community 
or state. Nearly all female 


investment opportunities—71% 
have successfully attracted 


entrepreneurs under the age 
of 30 (93%) say their sales 
increased after promoting 
their products or services on 
TikTok. Over half (52%) of this 


new or additional investment 
through an interaction made 
on the app. Nearly all (90%) 
have expanded the number 
of stores or websites that sell 


improve upon their TikTok group agree that TikTok is their product or service due " = 
marketing content and critical to their business. to its TikTok activity. ee 
slightly fewer (77%) say that = 
TikTok has at least moderately  TikTok is helping young 
improved their business’s female entrepreneurs scale 
| П Non-minority ethnic group is defined as those who do not define themselves as Hispanic, Asian American, or African American. It E A 
comprises mostly of the white ethnic group but may also include a small number of respondents from other minority ethnic groups. A 
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CONCLUSION 


TikTok creates economic 
opportunity for consumers, 
business owners, and the wider 
economy—while fostering 
stronger connections among 
individuals across the US. 

Our research highlights the 
significant local and national 
benefits that TikTok offers to 
consumers and SMB owners; 

at the local level, SMBs largely 
agree that TikTok improves their 
business’s ability to expand 

its reach within geographies 
where it is already active. But 
these benefits are matched 
even when we zoom out and 
look at the bigger picture: 
many say TikTok improves their 
ability to reach new, diverse 
audiences within the US. 


TikTok’s contributions to the 
broader US economy must not 
be understated. Our findings 
suggests that the app supports 
hundreds of thousands of jobs 
and contributes significantly 

to GDP. For individuals and 


businesses, embracing and 
leveraging the capabilities 
provided by the app opens 
opportunities to discover new 
things and reach broader 
audiences and customers. 


TikTok is still new, and its 
popularity and influence 

could eventually increase its 
economic impact even more 
significantly; as new features 
are added, consumers may 
come to rely on TikTok as 

a place to not only gather 
information about products 
and services, but also as the 
point of sale. The potential is 
enormous—and our research 
shows how SMBs across the 
country are already integrating 
the application’s capabilities 
into their business plans to 
bring benefits to their bottom 
lines. As we look ahead, it 
is clear that TikTok holds a 
substantial ability to help 
develop the future of many 
SMBs in significant ways. 
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АЛ OVERVIEW OF METHODOLOGY 


We assess the economic contribution of SMBs и Induced impact: the consumption supported 
on TikTok through: by the additional wages paid to employees 
in SMBs which use TikTok for advertising and 
marketing, and the additional consumption 
supported by wages paid by businesses 

in these SMBs’ supply chains. This impact 


m their use of TikTok as a platform on which 
SMBs can invest in paid advertising and 
creator marketing; and 


m their use of TikTok as a platform where accrues both to SMBs and non-SMBs, 
SMBs can grow organically using TikTok’s as wages of employees will be used for 
free service offering. consumption of goods and services produced 


both by SMBs and non-SMBs. 
Previous research commissioned on behalf of 
TikTok has shown that, on average, advertising The sum of these channels makes up the 
expenditure on TikTok has a “Return on economic footprint of SMBs advertising and 
Advertising Spend” more than one, meaning that marketing on TikTok. We quantify this footprint 


the value of sales generated through advertising using three metrics: 
exceeds the cost of the investment. This suggests "NN 
that investments in advertising and marketing = gross value-added contribution to GDP; 
on TikTok can contribute to SMB growth. Survey ш employment, measured as the number of jobs 
evidence shows that SMBs also value access supported in headcount terms; and 
to free services provided by TikTok, such as 
the ability to create and post content, the use m tax revenues, to federal, state, and 
of TikTok’s content creation tools, and tools to local authorities. 
measure and track the efficacy of marketing. 
We estimate these impacts for each of the 
SMB activity on TikTok creates economic impact 12 sectors and 18 states in scope (in addition to a 


in terms of GDP and jobs across three channels: “rest of the US” region covering the other states). 
Importantly, these impacts are presented on a 
gross basis, meaning we do not factor in the 
counterfactual of SMBs deploying resources in 
other advertising channels to generate returns. 


= Direct impact: the GDP generated through 
the additional revenue that SMBs earn 
through advertising and marketing on TikTok, 
along with the jobs and taxes supported to 
deliver on this revenue. 


Similarly, these impacts do not consider 
m Indirect impact: the GDP, employment and displacement. The additional sales may have 
taxes supported due to the additional supply displaced sales elsewhere, that is the increase 
chain demands of SMBs who advertise on in sales could be offset by reductions in sales 
TikTok. The indirect impact accrues to both elsewhere іп the respective economies (e.9., 
SMBs and non-SMBs, as SMBs’ supply chains if the SMB advertising captures market share 
will include both types of firms. from other businesses). 
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Appendix A: Estimating the economic impact of SMB activity on TikTok 


A.2 SMB REVENUE GENERATED ON TIKTOK THROUGH PAID 
ADVERTISING AND CREATOR MARKETING 


To estimate direct, indirect, and induced impacts, 
we first modeled the revenue generated by SMBs 
because of their advertising and marketing 
activities on TikTok. To do this, we needed 

two inputs: 


m State-sector specific estimates of the amount 
SMBs spend on advertising and marketing 
on TikTok. 


ш A TikTok-specific “Return on Advertising 
Spend” (RoAS) multiplier, which is used to 
estimate the revenue uplift associated with a 
given volume of advertising spend. 


To estimate the first of these two inputs, we 

used our survey of SMBs to calculate the share 
of revenue which SMBs in each sector spend 

on advertising and marketing on TikTok. We 
consider several components of a business’s 
expenditure on TikTok: paid advertising, creator 
marketing as these most closely match the types 
of expenditure on which the RoAS estimates 
were based. 


We then used data from the Census Bureau 
and the Bureau of Economic Analysis to derive 
estimates of total SMB revenue in each sector. As 


TikTok is predominantly a “business-to-consumer” 


(B2C) platform, we assume that it influences 

the household final consumption share of total 
domestic industry demand and so adjust the 
revenue figure downwards using BEA Use Tables 
to measure B2C and B2B ratios by sector. We 
then apply our survey’s sectoral estimates of the 
incidence of TikTok use to estimate total spend 
on TikTok for each sector. 


Lastly, we apply estimates of the Return on 
Advertising Spend to our estimates of TikTok 
advertising spend to generate estimates of 


revenue. These are based on third party research 
commissioned by TikTok. We assume that firms 
obtain the same returns on investment for 
creator marketing as for paid advertising. 


Adjusting revenue uplifts for 
upstream and downstream sales 
to manufacturers and retailers 


Both manufacturers and retailers are active 

on TikTok. Sales generated by a retailer who 
advertises on TikTok also implies demand for 

the associated manufacturer which supplies 

the goods sold. The same applies in reverse for 
manufacturers which advertise on TikTok, and 
thus support sales in the relevant retail sector. To 
account for this, we match the retail sectors in 
scope to the manufacturing sectors which supply 
them (and vice versa) for those sectors which 
have both a manufacturing and retail component. 


For retail advertisers, the share of the sales 
uplift from their advertising activities that 
accrues to them as revenue is the relevant retail 
distribution margin. Manufacturers then benefit 
indirectly with revenue increases equal to what 
remains after the retail distribution margin is 
accounted for.” 


For manufacturing advertisers, we assume that 
the revenue increase is at producer prices, and 
thus requires no further adjustments. Retailers 
then benefit indirectly with revenue increases 
calculated using the ratio of distributors’ trader 
margins to output at producers’ prices. These 
adjustments are included in indirect and induced 
channel estimates. 


12 We adjust this indirect impact downwards to account for imports in the relevant sector, as the retail sector sales uplifts will partially 
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A.3 THE ECONOMIC VALUE TO SMBS OF TIKTOK’S FREE SERVICES 


To estimate the producer surplus of SMBs 
(defined below) who make use of TikTok’s free 
service offering, we adapt a methodology used 
by economists to estimate the consumer surplus 
associated with zero-price digital services such 
as TikTok. Due to their zero price, the value of 
these free services are not captured in traditional 
measures of economic output such as GDP, 
which values what individuals and businesses 
pay for goods and services, rather than the 
benefits they derive from them. 


The concept of producer surplus 


We seek to estimate producer surplus, defined as 
the difference between a producer's willingness 
to accept for a good or service and the amount 
that they receive. For instance, if a company 
were willing to accept $1 to supply a particular 
good but receives $1.50 for it, it would receive 
$0.50 of producer surplus for that good. A 
business’s willingness-to-accept can also be 
thought of in terms of marginal cost (i.e., the cost 
of producing one additional unit), as it would 

not be willing to accept a price lower than the 
marginal cost. Thus, the producer surplus from 
an individual transaction can be thought of in 
terms of its contribution to a business’s gross 
profit (the price received minus the cost of 
producing the good), and the sum of producer 
surplus across all the business’ transactions gives 
its total gross profit. 


The potential economic value of TikTok’s 
free service offering on producer surplus 


Businesses use TikTok to achieve objectives 
such as increasing brand loyalty, expanding their 
customer base, and ultimately growing revenues, 
profits, and thus producer surplus. Free services 
on TikTok may allow them to do this through 
three main channels: 


ш Providing additional exposure to the 
business’s products, leading to additional 
profitable sales in both the short 
and long run.!* 


ш |mproving brand image and influencing 
consumer tastes such that consumers are less 
price sensitive, and the business’s margin on 
each sale is improved.” 


ш Providing more cost-effective marketing 
versus alternatives. This could be, for 
example, through better targeted advertising, 
or through using TikTok’s measurement 
tools to provide insights into what kinds of 
marketing is most effective. This may induce 
the business to allocate more resources 
to marketing, leading to higher sales 
volumes, or the business may allocate these 
savings elsewhere. 


13 For an example of this approach applied to estimate the consumer surplus of social media, see Brynjolfsson et al. “Using massive 


online choice experiments to measure changes in well-being,” PNAS, 116 (15) 7250-7255, 2019, accessed May 2022. See also 
Brynjolfsson et al. “The Digital Welfare of Nations: New Measures of Welfare Gains and Inequality,” Working Paper, September 
2023. A similar approach has previously been applied to value the producer benefits of, for example, free weather forecasts. 
Kimberly Rollins & Joseph Shaykewich, “Using willingness-to-pay to assess the economic value of weather forecasts for multiple 
commercial sectors,’ Meteorological Applications, (2003), pp. 1-99, accessed November 2023. 


14 If the business is substituting away from other forms of marketing to TikTok, then producer surplus must increase through 


generating profitable sales in excess of the counterfactual. 


15 This reduced-price sensitivity is discussed in a report by Ebiquity and Gain Theory, which estimates that a 10-percentage point 
increase in share of voice, defined as the share of media spending by a business compared to its market as a whole, is associated 
with between a 5% and 20% reduction in price elasticity. Ebiquity & Gain Theory, “Profit Ability—The business case for advertising,” 


2018, accessed November 2023. 
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Estimating producer surplus 


Economists can use survey-based "stated 
preferences" to estimate how much value—or 
producer surplus—is created by zero-price or 
non-market goods. One such method is to ask 
individuals with significant decision-making 
responsibility over the business's marketing 
decisions to estimate the amount they would 
hypothetically be willing to pay for TikTok's free 
services in the event they were no longer free. 


Our survey asked participants the following 
question to elicit this hypothetical 
willingness-to-pay (WTP): 


"We would now like to understand the 
monetary value you place on the free part 

of TikTok's offering to businesses. This 

could include the ability to create and post 
content for free, tools that help you create 
content, tools to measure the efficacy of your 
marketing on TikTok, and the TikTok Shop. 


In the hypothetical scenario where these 
services were no longer free, what is the 
maximum amount per month that your 
company would be willing to pay to keep 
access to these services?" 


Respondents were then allowed to indicate an 
amount of dollars. As open responses present 
potential for outliers, data quality checks were 
performed throughout field work. 


Use in economic impact modeling 


To use the results of the stated preferences 
survey question in our economic impact 
modeling, we needed to aggregate our firm-level 
estimates of producer surplus to the population 
level, which in this case is all SMBs which use 
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free services on TikTok. To do this, we undertook 
the following steps: 


m We weight our survey responses using the 
Census Bureau employer and non-employer 
businesses' counts filtered for our in-scope 
sectors by state to be able to provide 
national estimates. 


= We multiplied our monthly WTP values by 
12 to arrive at a yearly value per firm." 


m By business size band, we applied our 
estimate of the percentage of SMBs using 
TikTok's free services at least monthly to the 
Census Bureau employer and non-employer 
businesses' count data for each of the 
state-sectors to estimate the total number 
of SMBs using TikTok's free services at 
least monthly. 


= We multiplied these counts by the respective 
annual WTP values. 


This measure is taken as a proxy for the gross 
value-added contribution to GDP of SMBs 
using TikTok's free services at least once a 
month and is incorporated into our economic 
impact modeling. 


Limitations 


Our survey-based approach has certain 
limitations, outlined below: 


m The estimates in this study are based on 
stated preferences. In surveys relating to 
health or the valuation of public goods,” 
willful misrepresentation has been found. 
Our survey question was carefully worded 
to avoid implying it would be used to 
inform future pricing and we do not believe 
misrepresentation leads our estimates to 
suffer from stated preference bias. 


16 Results are presented for the subset of SMBs which make use of free services but do not make use of paid services. The latter may 
overstate the value they derive from free services if they also reflect the additional value they receive from paid services. 


17 This assumes that the WTP value for a business to access TikTok's free services for a year is 12 times as large as the WTP value to 


access it for a month, which we discuss further below. 


18 Robert J. Johnston et al. "Contemporary guidance for stated preference studies." Journal of the Association of Environmental and 
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ш A further limitation may arise from the 
hypothetical nature of the WTP question. In 
a recent meta-analysis of consumer (rather 
than producer) surplus studies, Schmidt and 
Bijmolt (2019) find that the average bias 
due to the hypothetical nature of surveys is 
around 2096.9 


н Our aggregations implicitly assume 
businesses’ valuations do not change over 
time. Brynjolfsson et al. (2019) finds that, 
when varying the amount of time users are 
asked to give up another social media app 


A.4 MODEL ESTIMATES 


We used the following model inputs: 


m Output: taken from revenue uplifts as 
explained in A.2. 


ш Proprietor income and labor income: taken 
from the producer surplus (aggregate 
willingness to pay) as explained in A.2. 


Impacts were calculated using the IMPLAN 
economic impact software. IMPLAN is an 
industry-standard tool that collates government 
economic data from a variety of sources and 
streamlines economic impact calculations across 
different geographies. The economic impact 


R; 
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from between a week and a month that the 
implied weekly value of the app increases over 
time).?? In our case, the use of a monthly WTP 
for aggregation on a yearly basis would 
understate the yearly WTP of each business. 


The estimates from our study appear to lie 
within a plausible range suggesting that the 
limitations above do not create significant 
biases in the context of assessing the 
producer surplus of TikTok. 


national and state results presented are based 
on several IMPLAN models built on the inputs 
provided by the survey results. The precise 
makeup of the industries' operational spending 
by commodity type was sourced directly from 
MPLAN. Individual state-level Multi-Regional 
nput-Output (MRIO) analysis models were 
developed, in combination with a model covering 
the non-focus states. We combined the state and 
regional results to arrive at national estimates 
and scaled these to account for leakages 

that might have been present in the smaller 
state-level models. 


19 Jonas Schmidt, and Tammo HA Bijmolt. "Accurately measuring willingness to pay for consumer goods: A meta-analysis of the 
hypothetical bias." Journal of the Academy of Marketing Science (2019): 1-20. 


20 See pp. 7254 of Erik Brynjolfsson et al. "Using massive online choice experiments to measure changes in well-being," PAS, 
116 (15) 7250-7255, 2019, accessed May 2022. The authors find that the median valuation for giving up the app for four weeks 


is 4.5 times the median valuation for giving it up for one week. 
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Appendix B: Estimating the consumer surplus of TikTok users 


We draw on a methodology which has been 
used by economists to estimate the consumer 
surplus associated with digital services such 
as TikTok, which users are able to access at 
zero price. Due to their zero price, they are 


not captured in traditional measures of economic 
output such as GDP, but they may nevertheless 
contribute to consumer welfare, which GDP is 
often used as a proxy for. 


ВЛ THE CONCEPT OF CONSUMER SURPLUS 


Consumer surplus is defined as the difference 
between consumers' willingness to pay for a 
good or service and the amount that they 
actually pay. For instance, if a person were willing 
to pay up to 515 for a book but only had to pay 
$10, then that person would have $5 of consumer 
surplus from the transaction. Economists 
consider changes in consumer surplus to be a 
measure of changes in consumer well-being. 


The concept of consumer surplus is analytically 
linked to demand curves. A demand curve shows 
the quantity demanded of a product or service 
at every level of price. For each user, the value of 
TikTok is given by their position on the demand 
curve less the price they pay for TikTok, in this 
case zero.” Therefore, the value of the consumer 
surplus for all TikTok users broadly corresponds 
to the total area under the demand curve. 


Fig. 10. The concept of consumer surplus 


User price 
©; 
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Q 


Total value of 
consumer surplus 


Quantity 


21 There are in-app purchases on the platform, but these are not required to use any of the core functionality. For example, TikTok Coins 
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B.2 ESTIMATING THE DEMAND CURVE 


Economists use survey-based “stated preference” 
methods as one approach to estimate how 
much value—or consumer surplus—is created 
by zero-price goods or goods for which there 

is no market (e.g., public goods such as clean 
air).22 One such method is to ask individuals 

to estimate the amount they would be 
hypothetically willing to pay for a free service, or, 
conversely, what they would be willing to accept 
to forego access. The latter is known as the 
“willingness-to-accept” (WTA) approach. 


For this study we adopted the WTA approach 
given that TikTok is free to access, and therefore 
a loss of access represents a change to the 
status quo. As part of the user survey, we asked 
participants a single yes-or-no question of 


Fig. 11. 
product at each price point (unweighted) 


NY 
es 


"Would you prefer to keep access to TikTok or go 
without access to it for one month but receive 

a one-time payment of [Price]?," with the price 
offered randomized between $1, $2.5, $5, $7.5, 
$10, $15, $20, $50, $100, $200, $500, and $1000. 
To put our findings in perspective, we also asked 
TikTok users the same question for two other 
services: their preferred email provider, and their 
favorite source of online news.” 


Using the survey responses, for each service and 
price, we calculated the share of respondents 
who said that they would prefer to keep access 
to the service at each price level. The raw data 
giving the fraction of monthly users that would 
demand each product at various price points is 
summarized below. 


Share of users who keep access to corresponding 
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22 HM Treasury, “The Green Book” Box 20, accessed May 2023 
23 Our survey is weighted to be representative of the population of TikTok users. The demographic characteristics of people using 
email or online news are likely to be different to those of TikTok users. 39 
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B.3 ESTIMATING THE TOTAL AND MEDIAN CONSUMER SURPLUS 


Preprocessing the survey responses 


To account for potential sampling bias in our 
consumer surplus results, we benchmarked our 
sample against PEW Research Center’s 2022 
American Trends Panel on the demographics of 
social media users (and TikTok in particular). 
We extracted demographics based on gender 
and region and confirmed that our sample 
closely matched Pew’s proportions on these 
dimensions, with a slight overrepresentation of 
male identifying users. We generated survey 
weights based on these dimensions and applied 
them to our survey responses. 


To generate a more conservative estimation of 
consumer surplus we also trimmed outliers and 
undertook sensitivity checks. 


Estimating the demand curve 


The weighted survey results were used to build 
a regression to derive a demand curve relating 


B.4 LIMITATIONS 


Our survey-based approach poses the same set 
of limitations discussed in A.3. In addition, for 
the purposes of assessing consumer surplus, 
academic evidence has shown that consumers 
suffer from "loss aversion.”?? This leads 
individuals to place a higher value on a product 
they own versus an identical good that they do 
not own. Estimates of the extent of this bias vary. 
Heffetz and List (2011)? find no bias, whereas 


price, p, to quantity, g. We used two alternative 
functional forms: 


m а linear model of the form of p =a - bg. 
m An exponential function of the form of 
p-axexp(-b x q) or log(p) =a - ba. 


We found that the exponential function fitted the 
model much better than the linear model. 


Total consumer surplus for TikTok 


We combined the coefficients from the 
regression analysis with the total number 
of TikTok users” to estimate the total 
consumer surplus for TikTok, measured as 
the area underneath the demand curve. We 
use linear regression to estimate the total 
consumer surplus. 


Ericson and Fuster (2011) find that valuations 
could increase by 20% to 30%. 


In sum, given conflicting potential biases, and 
given that the estimates from our study appear 
to lie within a plausible range consistent with 
the literature, we do not believe that the 
potential limitations create significant biases 

in our context.?? 


24 Pew Research Center, "American Trends Panel Wave 112: Social Media Update," July 18-Aug 21, 2022 


25 Data provided by TikTok corresponding to non-business, monthly active, and 18-year-old users. 


26 Daniel Kahneman, Jack L. Knetsch, and Richard H. Thaler. "Experimental tests of the endowment effect and the Coase theorem." 


Journal of Political Economy 98, no. 6 (1990): 1325-1348. 


27 Ori Heffetz and John A. List. "Is the endowment effect a reference effect?" NBER Working Paper, No. w16715. 2011. 


28 Ericson Marzilli, Keith M., and Andreas Fuster. "Expectations as endowments: Evidence on reference-dependent preferences from 
exchange and valuation experiments." The Quarterly Journal of Economics 126, no. 4 (2011): 1879-1907. 


29 Our results are comparable to Brynjolfsson et al. (2019), who find a yearly willingness-to-accept for a// social media of $322 
40 (2017 USD). In a more recent study Brynjolfsson et al. (2023) found that TikTok users' WTA in the US was around $35 a month. 
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Appendix C: Estimating the economic impact of TikTok’s operations 


C.1 DATA 


To conduct the impact assessment and 
analysis, Oxford Economics requested a 
breakdown of operational expenditure 
data in the United States from TikTok. The 
most recent procurement data available at 


C.2 ECONOMIC IMPACT ANALYSIS 


Our estimates of the economic impact of 
the operational footprint of TikTok in the US 
are based on an economic impact model 

of the impact of its employee headcount 
and compensation and its procurement 
spending. The model is designed to capture 
the inter-industry relationships, consumer 
spending, and other ripple effects that result 
from the company’s operations. We follow 
standard economic impact methodology, 
identifying three channels of impact: 


m Direct impacts, which measure the direct 
economic impacts of TikTok’s operations and 
activities itself in the US. 


m Indirect impacts, which captures the activity 


supported through the supply chain of TikTok’s 


operations, as a result of its procurement of 
goods and services from other businesses. 


the time of the analysis corresponded to 

the 2022 calendar year. 2023 employment 
numbers were also provided. Consistent with 
the rest of the report the analysis is conducted 
in 2023 prices. 


ш Induced impacts, which capture the economic 
activity supported by workers at TikTok or 
in its supply chain, soending their wages on 
goods and services in the domestic economy. 


The model was implemented using IMPLAN, the 
industry standard software. In accordance with 
standard economic impact assessments, the 
impact was quantified using three key metrics: 


m GDP contribution—the gross value added 
(GVA) contribution to GDP. 


ш Employment—employment is measured in 
terms of headcount of workers. 


ш Taxes—Gross tax receipts paid at the federal, 
state, and local level. 
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C.3 ABOUT IMPLAN 


This analysis utilized IMPLAN economic impact 
software. IMPLAN is an input-output modeling 
system used to build models at various levels of 
geography, including national, state, county, and 
congressional district. It allows for adjustable 
assumptions of supply-chain connections and 
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leakages from survey input data and improved 
accuracy of assumptions. IMPLAN is widely used 
and recognized by government organizations, 
non-profits, economic development organizations, 
workforce planners, education institutions, and 
consultants across the US and Canada. 
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commercial venture with Oxford University's 
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and financial institutions expanding 
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one of the world's foremost independent 
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forecasts and analytical tools on more than 
200 countries, 100 industries sectors, and 
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global economic and industry models and 
analytical tools give us an unparalleled 
ability to forecast external market trends 
and assess their economic, social and 
business impact. 
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regional centers in New York, London, 
Frankfurt, and Singapore, Oxford 
Economics has offices across the globe 
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All data shown in tables and charts are 
Oxford Economics’ own data, except where 
otherwise stated and cited in footnotes, and 
are copyright © Oxford Economics Ltd. 


This report is confidential to TikTok and may 
not be published or distributed without their 
prior written permission. 


The modeling and results presented here 
are based on information provided by third 
parties, upon which Oxford Economics has 
relied in producing its report and forecasts 
in good faith. Any subsequent revision 

or update of those data will affect the 
assessments and projections shown. 


To discuss the report further please contact: 
Oxford Economics 

5 Hanover Sq, 8th Floor 

New York, NY 10004 


Tel: (646) 786-1879 


www.oxfordeconomics.com 
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